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ABSTRACT 
The present study has re-inzJestigated the role of bankfinancing on Malaysian 
economic development by using the bounds testing approach proposed in 
Pesaran, et al. (2001). This s tudy had couered the annual periodsfrom 1960 
to 1998. Thefindings of the study are as follonis. First, contrary to a preuious 
study [Tang, 20001, it was found that there 7uas no long run relationship 
between the uolume of bank lending and the real Gross Domestic Product 
(GDP). Second, a long run relationship had been ol~erited between real GDP, 
and uolume of bank lending after including real exports variable into 
cointegration system. This f inding clearly shoziis ,!he potential bias of omis- 
sion uariables in bizTariate specification. An interesting outcome of the s tudy 
is the suggestion that bankfinancing is strongly led by a count y r s  economic 
deuelopment in the long run. The estimated elasticity is 3.02. The s tudy sug- 
gests that in  order to support a sustainable economic grozuth in  Malaysia, 
bankfinancing for  the priuate sector r i d 1  be necessa y. 
Key Words : bank lending; economic grozuth; lorLg run relationship; unre- 
stricted error correction model. 
ABSTRAK 
Kcprtas ini mengkaji semula hubungan jangka panjang dan jangka pendek 
antara pinjaman bank dengan pertumbuhan ekonomi di  Malaysia. Data 
tahunan bagi tempoh 1960 hingga 1998 telah digunakan. Keputusan daripada 
teknik penganggaran kointegrasi Pesaran et al. (2001) dan model pembetulan 
ralat tanpa konstren (Unrestricted ECM), memberi penemuan-penemuan 
beriktit: (1 )  Berbeza dengan kajian lepas [Tang, 20001, tidak utujud hubungan 
kointegrasi antara pinjaman bank dengan output Keluaran Dalam Negara 
Kasar (KDNK)  benar. ( 2 )  A k a n  tetapi, hubungan kointegrasi cuma uwjud  
antara KDNK benar dengan p i n j a m n  bank dan mrmasukkan pemboleh ubah 
eksport ke dalam sistern kointegrasi. Penemuan ini jdas menunjukkan masalah 


















